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IN THE UNITED STATESBANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISON

IN RE:
Chapter 7

Ca=No. 01 B 15427
Hon. Jack B. Schmetterer

SEGNO COMMUNICATIONS, INC.

N N N N N

MEMORANDUM OPINION ON DEBTOR’S
MOTION TO DISMISSINVOLUNTARY PETITION

Segno Communications, Inc. (“Segna’) moved to dismiss an involuntary Chapter 7
Petitioninitidly filed herein by creditorsMotorola, Inc., Tessco, Inc., and Mr. William Clinton Richardson
(“Creditors’). Segno argued that Illinoisis nat the proper venuefor Creditorstofilethar Petition because
Segno's principa place of business was in Indiangpalis, Indiana, and its operations in lllinois were
terminated prior to the company being adminidratively dissolved by the Illinois Secretary of Stete on
November 1, 2000. For reasons discussed bel ow, Segno’ smotion was denied by order entered May 30,
2001, snce lllinoisisaproper venue for Creditors involuntary Chepter 7 Petition.

JURISDICTION

Subject matter jurisdiction is provided under 28 U.S.C. § 1334(b). Core jurisdiction lies under
28 U.SC. 8§ 157(b)(2)(A); the matter is referred here under Interna Operating Procedure 15(a) of the
United States Didrict Court for the Northern Didrrict of 1linois

UNDISPUTED FACTS AND BACKGROUND

Inaddition to consdering undenied pleadings, varioustestimony was taken and dipulations sated

by counsd that diminated dl fact issues. Segno, formerly known as Tri-Management, Inc., was

incorporated inlllinaisand hed itsprindipd officesin Champaign, Hlinais, until July 1998 when the company



headquarterswasmovedto Indianagpalis, Indiana After rd ocating itsheedquartersto Indiana, thecompany
continued to operate eight service centers throughout lllinoiswhereit sold and serviced two-way redios.
In the Summer of 2000, Segno began to experience finendd difficulties, which prompted it to terminate
some of its lllinois employees. The company dso sought to restructure its obligaions to its creditors.
However (according to Segno), the restructuring failed because Matorola, Inc. refused to go dong with
the restructuring plan, and Segno was forced to dose its remaning Illinois service centers in October of
2000. Thecompany wasadminigratively dissolved by thelllinois Secretary of Stateon November 1, 2000,
only Sx months before this bankruptcy case wasfiled. When the mation to dismisswas heard, Segno hed
no property (except one “wrecked” vehide) and employed no employess within llinois

Creditorsfiled their involuntary Chapter 7 Bankruptcy Petition againgt Segno on April 30, 2001.
Segno responded by moving to dismiss, assarting severd objections to the Involuntary Petition: (1) It
argued that venue wasimproper in lllinois because Segno’ s principd place of businessisin Indiang, (2) as
adissolved corporation Segno had no domidileor resdencein lllinois and (3) William Clinton Richardson
wasan unqudified creditor, and therefore the Creditorslacked a sufficient number of creditorsto bring an
involuntary petition under 11 U.S.C. 303(b)(1). Creditors responded that the chdlenge to sufficiency of
the number of creditors was moot because two additiond creditors with noncontingent daims joined the
origind petitioners on May 24, 2001, and contested the assartion that Segno’ sprincipd place of busness
wasin Indiana Creditors further argued thet Segno’ s dissolution notwithstanding, it is il subject to suit
inlllinoisfor aperiod of fiveyearsafter dissolution under lllinoislaw, and thereforesubject to aninvoluntary

bankruptcy filed here.



A hearing was held on Segno’s mation for dismissd. At the hearing, in the light of more crediitors
janingtheorigina Creditors, Segno dropped its assertion thet therewas an insufficient number of creditors
and dipulated thet it was not paying it debts on time so thet the requirementsof 11 U.S.C. § 303(b)(1) hed
been met. However, Segno maintained its objection to venue in lllinois To buttress its contention thet
Creditors petition should be dismissed for improper venue, Segno presented Mark R. Westermeier,
Segno’s current President, to tedtify theat Segno currently oocupies an officein Indiangpalis, Indiana, from
which it directs its busness operations On cross-examinaion, Wesermeer further testified thet the
company continued to take in monthly revenues from the licending of its mokbile communication bandwidth
inlllinois. Hed sotedtified that Segnowasawaiting Federd Communication Corporation (“FCC”) gpprova
for de of its frequency bandwidth for goproximatdy $500,000. Segno, through its counsd, stated thet
these transactions were necessary for the wind-up of its business.

From evidence taken, it was clear (and conceded by Creditors counsd) that Segno’s principd
place of busnessliesin Indiana

DISCUSSION

Sagno abjectsthet Illinais is not the proper venue for Creditors petition because: (1) under 28
U.S.C. 1408(1) venue for cases involving corporate debtors mugt be determined only by looking & the
debtor’ sprincipd place of busness and Segno’ sprincipd place of busnessliesoutsdedf Illinois and (2)
evenassuming that domidile can beabassfor venue, lllinoisisill animproper venuein this case because
Sagno, as adissolved corporation, isnot domidiled in lllinois or aywhere dse.

28 U.SC. §1408(1)




Under 28 U.S.C. § 1408(1), a case under the Bankruptcy Code may be commenced in any
didrict:

(1) in which the domidle, resdence, prindipd place of business in the United
States, or principd assets in the United States, of the person or entity thet is the
subject of such case have been located for the one hundred and eighty days
immediatdy preceding such commencament, or for alonger portion of such one-
hundred-and-eighty-day period than the domidile, resdence, or principd place of
business, in the United States, or principd assats in the United States, of such
person were located in any other didtrict; or

(2) in which there is pending a case under title 11 concerning such
person's effiliate, generd partner, or partnership.

28 U.S.C. § 1408(1) (Emphesis supplied.)

Section 1408(1) provides four dternative bases for venue: domidile, resdence, principd place of
business, and the location of the debtor’ sprincipd assetsin the United Sates. InreFrame, 120B.R. 718,
722 (Bankr. SD.N.Y. 1990). Given that those four tedts are Sated in the dterndtive, any of the four is
jurigictiondly suffident. In re Broady, 247 B.R. 470, 472 (BAP 8th Cir. 2000). “ By providing four
dternaive basesfor proper venue, the satute dlows many possiblelocationswhere an entity or individud
may file for bankruptcy protection.” Id. Section 1408(1) combines the test for venue under former
Bankruptcy Rule 116, which had ssparate provisonsfor individua and organizationd debtors. 1 Lawvrence
P.Kingetd.,Collier on Bankruptcy, 14.01[2][a] (Mathew Bender 15th Ed. Revised 2000). Under
that former Rule, the proper venuefor individuas was the digtrict where the debtor had hisprincipd place
of busness, resdence, or domidile, whilethe proper venuefor acorporation or partnershipwasthelocation
of itsprincipa place of business or principd as=ts Id.

The breadth of Section 1408(1) isshown by the use of thewords“ person” and “entity” in the Satute.

Theterm “person” is defined a 101(41) of the Bankruptcy Code to incdlude individuals and corporations
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11 U.SC. 101(41). Theterm “entity,” which isdefined at 101(15) wasintended under the Codeto bethe
mog “indudve’ of the various defined terms. 11 U.S.C. 101(15); Collier, supra, a 1 4.01[1]. Taken
together, thesetemsindude dl entitieswho might be the subject of a case under the Code. 1d. Thus,
Section 1408(1) treets individud and non-individud debtors exactly the same for the purpose of
determining proper venuein which to bring acaseunder Title11 U.S.C.1d. Therefore the“domidile’ of
corporate debtorsmay be aproper venuefor acase under the Code. 28U.S.C. §1408(1). Todelermine
the domicile of a corporation we look to the Sate of itsincorporation. InreFRG Inc.,, 107 B.R. 461, 471

(Bankr. SD.N.Y. 1989) (citing Fourco Glass Co. v. Trangmirra Products Corp., 353 U.S. 222, 226

(1957)).

Despite the foregoing authority for finding corporate domidile for proper venue, Segno contendsthet
an opinion by apand of the Seventh Circuit Court of Appeds haslimited the test for proper venueto the
principd place of busness where the debtor is a corporation. Segno arguesthat thisistheimport of Inre

Peechiree Lane Assodiates, 150 F.3d 789 (7th Cir. 1998). In Peachtree, the debtor was a limited

partnership which filed a voluntary Chapter 11 petition in the Northern Didrict of 1llinois. The debtor’s
single asset was a housng complex located in Texas, which was the subject of debtor's adversary
complant againg an adjacent landowner that the debtor daimed was encroaching on its property. The
Defendants responded by filing counterdams againg Peachtree and atrid was hed in bankruptcy court.
The court ruled in favor of Peachtree and defendants gpped ed on grounds theat the Northern Didtrict of
[llinois was not the proper venue because Peachtree did not maintain its principd place of business or

principa asset in that didrict. Peachtree, 150 F.3d a 789-90. On apped, the opinion dated that: “it is

difficult to see how a partnership can be said to have aresdence or domicile” 1d. & 792, and therefore
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discarded “domidile’ asapossble bassfor venue invalving a partnership. After reviewing the record, the
court conduded, however, thet Chicago wasthe* nerve center” for Peachtree’ s operdtionsbecauseit was
whered| theimportant decisonsweremeade. Therefore, lllinoiswashdd to beaproper venuefor thecase
sincethat date rather than Texas was the location of Peachtree s principa place of business. Peachitree,
150 F.3d & 796.

Peachtree did not thereby establish arulethat domicileisirrdevant to thetest for proper venueof cases
involving corporate debtors; rather, domicile was not even consdered by the Peachitree opinion because
it was not relevant to a partnership debtor. Peachtree went on to hold that a debtor’s principa place of
busnessisthe placewhereitsmog influentid decisonsare made and not thelocation of itsprincipd assats.
In the present case, based on evidence presented Segno’s principa place of businessisin Indiana But
the remaining issue hereiswhether venueis proper inthisdigtrict because lllinoisisthelocation of Segno's
“domicile”

Segno argues thet the reasoning in- Peachitree can be extended to corporate debtors because
corporaions and partnershipsarebothformd organizetionsunder Satelaw. However, inlight of thebroad
wording in 8 1408(1), Segno is certainly an “entity” intended to be covered, and the effort to sretch
Peechtree to diminate corporate “domicile’ has no merit. Cases rdied on by Segno hdd contrary to
8 1408(1) that domicile is not a vdid test for proper venue for corporate debtors. See In re Indudrid

Pollution Contral, Inc.,, 137 B.R. 176, 180 (Bankr. W.D. Pa1992) (citing In re Suzanne de Lyon, Inc.

without any andlyss); Inre Suzenne de Lyon, Inc., 125 B.R. 863, 866 (Bankr. SD.N.Y . 1991) (citing no

authority for assartion thet “ Domidile and residence generdly goply to individuas and not corporations.”).



Thelmpact of Seaono’'s Dissolution on the I nvoluntary Petition

Sagno arguesdtamnaivey thet evenif domidileisapossblebassfor corporate venue, itsmotion should
dill prevail becauseit cannot bedomiciledin Illinois because asadissolved corporation it hasno domicile
Whether Segno is subject to an involuntary bankruptcy petition in [linois depends on Satelaw. “The

date of lllinoishasthe power of lifeor degth over itscorporations” Inre Peer Manor, 134 F.2d 839, 841

(7th Cir. 1943). Once date law saysthat the corporation is dead, “We know of no rule of bankruptcy
which has the power of resurrection.” 1d. Locd law controls because corporations are cregtures of date

law. Matter of Quad City Minority Broadcaders, Inc., 252 B.R. 773, 775 (Bankr. SD. 1a. 2000) (quoting

Chicago Title & Trust Co. v. Forty-One Thirty-Six Wilcox Bldg. Corp,, 302 U.S. 120, 125 (1937)).

“Thus if the result of dissolution is an end to the exigence of the corporation, it ‘may be likened to the
desth of anaurd person. There must be some Satutory authority for the prolongetion of itslife, even for
litigation purposes.” 1d.

Thus, our andysisisguided by goplicable Illinois corporate lawv which provides

5/12.30. Effect of dissolution

§12.30. Effect of dissolution. () Dissolution of a corporation terminetes its
corporate exigence and adissolved corporation shdl not theresfter carry on any
business except that necessary to wind up and liquidate its busness and dfairs,
induding:

(1) Collecting its asts;

(2) Digpodng of its assts that will not be digtributed in kind to its sharenolders
(3) Giving natice in accordance with Section 12.75 and discharging or making
provison for discharging itslicbilities

(4) Digributing its remaning assts among its shareholders according to ther
interests, and

(5) Doing such other acts as are necessary to wind up and liquidate its business
and afars



(b) After dissolution, acorporation may trandfer good and merchantabletitletoits
assets as authorized by its board of directors or in accordance with its by-laws.
(c) Disolution of a corporation does not:

(1) Trandfer title to the corporation's assts,

(2) Prevent trandfer of itssharesor securities, provided, however, theauthorization
to dissolve may provide for dosing the corporation's share trandfer books

(3) Effect any change in the by-laws of the corporation or otherwise effect the
regulation of the afairs of the corporation except thet dl action shdl be directed
to winding up the business and afairs of the corporation;

(4) Prevent suit by or againg the corporation in its corporate name;

(5) Abate or suspend a crimind, civil or any other proceeding pending by or
agang the corporation on the effective date of dissolution.

805 Il. Comp. Stat. §5/12.30

512.80. Survivd of remedy after dissolution

§12.80. Survival of remedy after dissolution.  The dissolution of a corporation
ether (1) by theissuance of a catificate of dissolution by the Secretary of State,
or (2) by ajudgment of dissolution by a circuit court of this State, or (3) by
expirdionaf itsperiod of duration, shdll not tekeaway nor impair any cvil remedy
avaladeto or againg such corporation, itsdirectors, or shareholders, for any right
or damexiging, or any liahility incurred, prior to such dissolutionif action or other
proceading thereon is commenced within five years dter the date of such
dissolution.  Any suchaction or proceeding by or againg the corporation may be
prosecuted or defended by the corporation in its corporate name,

805 Ill. Comp. Stat. §5/12.80

The foregoing Satutory languege mugt be giveniits plain and ordinary meaning. Mid-AmericanElevetor
Co., Inc., 679 N.E.2d 387, 391 (lll. App. Ct. 1997), and mugt be read as awhole with dl its materid
agpects consdered together. 1d. When read together the foregoing 1llinois Statutes continue the existence
of adisolved corporation for aperiod of five years after it isdissolved, S0 that the corporation can wind-
witsdfars InreMarris, 171 B.R. 999, 1004 (S.D. Ill. 1993) (* corporate surviva Satutes, by ther very

neture, are intended to continue the existence of a corporation for purposes of winding up corporate



dfairs’); Treager v. Totschetdl, 53N.E.2d 719, (11l App. C. 1944) (*Upon dissolution of acorporation,

no metter how the dissolution may be effected, the corporation is regarded asdill exigting for the purpose
of sttling up its effairs’). During the wind-up period, the corporation continues to havetitle to its assety
8051LCS8§5/12.30(c)(1)), hasthe power to givetitletoitsassaty805 ILCS § 5/12.30(b)), and the gbility
to sue or be sued. 805 ILCS § 5/12.30(c)(4); 805 ILCS 8§ 5/12.80. The wind-up period is limited in
lllinastofiveyears, after which the corporation ceasesto exist. Peer Manor, 134 F.2d a 841 (interpreting
ealier varson of gatute and gating that corporaion’s exisience was limited to two years provided by
gaute). All corporate formditiesmust be observed during the wind-up period. Otherwise, the officers of
the corporation are persondly ligbleforultra vires acts. Mid-American, 679 N.E.2d a 392. Thus, the
rights of creditors must be protected, and officers of the corporation cannot manipulate the dissolution to
disadvantage creditors and shareholders. 1d. Findly, the priority interest of creditors in the corporation’s
assets continues after dissolution. In re Wojcicki, No. 97 B 24008, 97 A 01286, 1997 WL 742513
(Bankr. N.D. Ill. 1997).

Therefore, under lllinoislaw, adissolved corporation continuesitsexigencefor fiveyearsduring which
its activity is restricted to winding-up its affairs. Can a dissolved corporation be forced to wind-up in
bankruptcy? Opinions from the Seventh Circuit Court of Appeds have addressed whether a dissolved
corporation can become a debtor, ether voluntarily or involuntarily, in bankruptcy. Two cassshave hdd
that a dissolved corporation could be forced into bankruptcy and that a dissolved corporation could
voluntarily file for bankruptcy, regpectivdy (even though in both cases the bankruptcy petitionswerefiled

after thetwo-year wind-up period dlowed by Illinoislaw a thetime). In re Forty-One Thirty-Six Wilcox

Bldg. Corp. Chicago Title& Trust Co. v. Forty-One Thirty-Sx Wilcox Bldg. Corp., 86 F.2d 667 (7th Cir.
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1936); Inre 211 East Ddaware Flace Bldg. Corp. Kampd v. Whittemore, 76 F.2d 834 (7th Cir. 1935).

However, In re Forty-One Thirty-Six Wilcox was overruled by the Supreme Court in the semind case of

Chicago Title& Trust Co. v. Forty-one Thirty-Six Wilcox Bldg. Corp., 302 U.S. 120 (1937). In Chicago

Title, the Supreme Court held that a corporation which had been dissolved for more than two years (the
wind-up period was two years a thet time) could not seek rdief under the Bankruptcy Act. Id. at 129.
However, the Supreme Court passed on deciding the vdidity of In re 211, which invalved an involuntary
bankruptcy petition. Id. at 127.

A pand of the Seventh Circuit later raterated the halding in In re 211 inhdlding thet a"the dissolution
of the corporation did not rob creditors of ther right to invoke liquidetion or reorganization administration

in bankruptcy.” 1n re Park Beach Hotdl Bldg. Corp. Pancoe v. Southman, 96 F.2d 886, 892 (7th Cir.

1938). The Court diginguished Chicego Title as baing limited to a voluntary petition filed by a dissolved
corporetion after the expiration of thewind-up period. Id. A Seventh Circuit pand agan visted theissue

of dissolved corporations under the Act in Peer Manor Bldg. Corp. Witter v. Nikolaset d., 134 F.2d 839

(7th Cir. 1943). In Peer Manor, the debtor corporation was goparently unaware that it had been
adminidrativdy dissolved by the Secretary of State more than two years prior to the debtor filing for a
reorganizationunder the Act. 1d. a 839. The bankruptcy court whichwasdso unawarethat the company
hed been dissolved confirmed a plan for the debtor and dosed the case. 1d. FHve yearslater, more then
seven years dter dissolution, the crediitors of the delotor sought to have a new plan confirmed after the
debtor defaulted on the origind plan. 1d. One of the creditors objected to the second bankruptcy on the
grounds that the corporation was dissolved. Id. at 840. However, the bankruptcy court hed refused to

congder evidence that the deotor had been dissolved. 1d. The Court of Appedsreversed. InInre211
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and In re Park Beach Hotel creditors has been dlowed to file involuntary petitions againgt a dissolved

corporation after the sate satutory wind-up period. But in Peer Manor, the opinion gpplied thereasoning
of Chicago Title and conduded thet a corporation ceasesto exig after the two-year wind-up period, and

therefore it had no cgpacity to be a debtor in bankruptcy. Seeln re Peer Manor, 143 F.2d 769 (7th Cir.

1944). Thus, Peer Manor inferred that a dissolved corporationcould beadebtor in bankruptcy provided
the bankruptcy isfiled within the satutorily prescribed wind-up period.
Opinions from other Circuits have uphdd ability of adissolved corporation to wind-up in bankruptcy.

Inre C-TC 9th Avenue Patnership, 113 F.3d 1304 (2d Cir. 1997) (holding that dissolved corporation

could not reorganize under Chapter 11 because its activity was restricted to wind-up); In re Cedar Tide

Corp., 859 F.2d 1127 (2d Cir. 1988) (corporation dissolved by gate could file a Chapter 11 case); In

reMattin-Trigona, 760 F.2d 1334 (2d Cir. 1985) (holding that a Connecticut corporation which had been

adminigraivey dissolved could wind-up in bankruptcy); Masac Tile Co. v. Sabe Corp., 323 F.2d 274

(2d Cir. 1963) (where Connecticut gatute did not limit wind-up period, corporation il exised under

Connecticut law and could file bankruptcy petition); Old Fort Improvement Co. v. Lea, 89 F.2d 286 (4th

Cir. 1937) (dissolved corporation retained capacity to reorganize).

Furthermore, most bankruptcy courtsin sateswith corporation lawslike that of 1llinois have hdd thet
adminigratively dissolved corporations are digible to be debtorsin bankruptcy. Quad City, 252 B.R. a
778 (denying mation to dismissinvoluntary Chapter 7 case because lowalaw continued the exisence of

dissolved corporation so that corporation could be debtor under bankruptcy); InreWeashington, 154 B.R.

853, 859 n.7 (Bankr. SD.N.Y. 1993) (Chapter 11 partnership debtor’ s existence continued during its

effortsto wind down affairs); In re Dondld Verona & Bernard Green, 126 B.R. 113 (Bankr. M.D. Ha
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1991) (“. . . dissolution did not destroy the legd evidence of a partnership, and it will remain an digible

Chepter 7 debtor until its affairs are wound up”); Matter of Tri-Angle Didributors, 102 B.R. 151 (Bankr.

N.D. Ind. 1989) (under Indianalaw dissolved corporation can wind-up in Chepter 7); In re Wine Farms,

Inc,, 94 B.R. 410 (Bankr. W.D. Va 1988) (corporation voluntarily filed Chepter 11 petition after

dissolution); In re Vermont Fberglass 38 B.R. 151 (Bankr. Vt. 1984) (court refused to dlow dissolved

corporation to file a Chepter 11 because as dissolved corporation it could only wind-up, case was

converted to Chapter 7); Inre Heark Corp., 18 B.R. 557 (Bankr. D.Md. 1982) (Chapter 7 provides

means for liquidating dissolved corporation); In re Liberd Mack SdesInc.,, 24 B.R. 707 (Bankr. D.Ka

1982) (under Kansas law dissolved corporation could be forced to wind-up in involuntary Chepter 7

bankruptcy); InreS& T Terry Contractors, Inc., 6 B.R. 84 (Bankr. N.D. I11. 1980) (dissolved corporation

could nat reorganize under Chapter 11); In re Rugt Contrdl, Inc., 1B.R. 303 (Bankr. W.D. Va 1979)

(dissolved corporation dlowed to voluntarily wind-up in bankruptcy). The rule derived from these
precedents is that an involuntary or voluntary Chapter 7 petition may be filed againg or by a dissolved
corporation while the dissolved corporation is dill in existence. Liberd Mack, 24 B.R. at 710.

Thet principle gpplies here. The case @ bar is andogous to Quad City and Liberd Mack wherethe

courts rejected the debtors argument that a dissolved corporation could not be forced to wind-up in
bankruptcy. Quad City, 252 B.R. a 778; Liberd Mack, 24 B.R 707. In both cases the courts found
under applicable gate law that adissolved corporation continued its existence after dissolution and thet it
could be forced to wind-up in bankruptcy. Smilarly, lllinois law provides that a dissolved corporation
continues its existence during the five-year wind-up period. 805 ILCS § 5/12.30; 805 ILCS § 5/12.80.

Therefore, under lllinais law, during the five-year wind-up period, a dissolved corporation can filea
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bankruptcy petition or have onefiled againg it. Segno contendsthat this caseis diginguishable from Quad
City becausethe lowagtatute expresdy sated thet adissolved corporation continuesto exigswheressthe
[llinois Satue Sates that dissolution “terminates’ the existence of a corporation. However, both of those
laws provide thet the dissolved corporation continuesto be adleto own property, trandfer titleto property,
Sueor besued, and thet dl corporate by-lavsremainin effect. When the datutes are each reed asawhole
and the plain meaning isgiven to each, it isobvious thet both Satutes areintended to continue the exigence
of adissolved corporaion sothet it may wind-upitsaffairs. Section 812.30(c)(3) of thelllinoiscorporation
Satute Sates that dissolution does not “ effect any change in the by-laws of the corporation or atherwise
effect the regulation of the affairs of the corporation except thet dl action shal be directed to winding up
the business and affairs of the corporation.” 805 ILCS § 5/12.30(c)(3).

The only dgnificant difference between the lowa Satute gpplied in Quad City and the Illinois Satute
goplicable hereisthat theformer had anindefinitewind-up period wheressthelllinoissatute limitswind-up
to five years. 805 ILCS 8§ 5/12.80. However, this didinction is not materid to our anadlys's because
Creditors filed thar involuntary bankruptcy petition within Sx months of Segno’s dissolution, well within
the prescribed wind-up period. Thus, the present case is digtinguishable from cases where petitioning
creditorstardily filed their involuntary bankruptcy petition. (Cf. Peer Manor, 134 F.2d 839).

Segno's brief dso devotes condderable argument to the fact that neither the cases cited by Creditors
nor the avil remedy detute (which dlows avil suits by or againg adissolved corporation during the five-
year wind-up period) determine the venue in which an involuntary wind-up action may be brought.
However, Section 1408 of Title28 U.S.C. fixesvenuein the context of abankruptcy proceeding, and thet

datute shows Congress intent to provide broad flexibility in the choices for proper venue. Moreover,
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lllinois does not have a specid venue provison for dissolved corporations; rather, the generd venue
provisons gpply to dissolved corporations. 735 Ill. Comp. Stat. 5/2 §8101-03 (West 2001). Thus, the
lack of any specid provison for dissolved corporations militates againgt Segno’'s dam that such
corporations cease to exist upon dissolution and that federd law does not fix venue,

Fndly, there are strong reasons in furtherance of the Bankruptcy Code why Segno should not be
dlowed to useits dissolution to shidd it from being forced to wind-up in bankruptcy. Segno has admitted
that it is not presently paying its bills as they become due. It dso acknowledged currently being in the
process of sdling its last remaining assat for more than $500,000, and that the company is currently
ocollecting payments of gpproximatdy $3,000 a month from leasing agreaments with its cusomers By
dlowing Creditorsto force Segno towind-up in bankruptcy, Creditorswill havethebest chance of assuring
thet they maximizethereturn thet they recavewith minima ddlay and cost, and that prioritiesin bankruptcy
will be observed. Thisis what Congress intended when it enacted § 303 of the Bankruptcy Code and
dlowed corporaionsto be subject to involuntary bankruptcy petitions. Conversdly, if corporations could
avaid bankruptcy by obtaining dissolution from the state because of non-payment of franchise fees and
usng Sate adminidrative dissolution procesdingsto bar involuntary bankruptcy petitions; the result would
serioudy threaten crediitor protectionsin bankruptcy. If thet tactic were recognized, a corporation could
eesily seek reindtatement after dissolution oncethe threet of bankruptcy passed. A dissolution followed by
reindatement could become standard procedurefor corporate management seeking to evade bankruptcy.
Such aresult and tactic would undermine the fundamentd protectionsthat the Bankruptcy Code provides
to creditors.

CONCLUSON
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For the foregoing reasons, Segno was and isfound to be domiciled inthe state of 1linois, and pursuant
to 28 U.S.C. 1408(1) the Northern Didtrict of lllinoiswasand isaproper venuefor Creditors involuntary
Chepter 7 petition. Therefore, Segno’smation to dismiss the Creditor’ sinvoluntary Bankruptcy Petition
agang it was earlier denied.

ENTER:

Jack B. Schmetterer
United States Bankruptcy Judge
Entered this 11th day of July 2001.
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